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Expansion of Manufacturing Facilities at Peak Rate 

Sales of Foreign Plants Continue Steady Rise 

INITED STATES direct-investment 
enterprises abroad arc planning to spend 
over $4.5 billion this 3''ear for plant and 
equipment, and expect to maintain this 
rate during 1962. Of this total, nearly 
$4 billion is expected to be invested in 
.production facilities for manufactures, 
petroleum, and raw materials of various 
kinds, the remainder for utilities, trade 
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and distribution and service industries. 
The 1961 amount exceeds the previ

ous year's actual investment by more 
than 20 percent, and approaches the 
earlier high established in 1957 when 
the petroleum industry was extremely 
active abroad. 

Capital outlays by U.S. manufactur
ing companies abroad are expected to 
reach a new peak of $1.8 billion this 
year, and are planned to continue at 
this rate in 1962. This compares with 
$1.3 billion spent in 1960, which was 
close to the previous record high of 1967. 

Expenditures by the petroleum indus
try for investment abroad are rising in 
1961 to $1.8 billion, after 3 years of de
cline. Although planned expenditures 
in 1961 would be far below the top of 
$2.3 billion set in 1957, they would be 
20 percent higher than in 1960. Capital 
investment in mining is continuing to 
hold steady at about $400 million, with 
a slight decline expected in 1962. 

Other industries, in the aggregate, are 
expected to spend at a rate of nearly 
$600 million in 1961 and 1962 for capital 
equipment. This represents a slight in
crease over 1960, accounted for by the 
rising expenditures of trading and dis
tribution firms. 

Large Increase in Manufactur
ing Investment 

U.S. manufacturing companies an
ticipate an increase of 30 percent in 
outlays for capital equipment in 1961, 
with only a small decrease from this 
high now expected for 1962. All areas 
but Canada show an upturn for 1961, 
and most manufacturing industries 
are increasing theu' outlaj's, the rest 
remaining steady. 

Europe.—Outlays in Eiu-ope—over 
half of the total—are rising sharply in 
both the Common Market countries 
and the United Kingdom. In 1962, 
expenditures are expected to drop 

somewhat, particularly in Germany, 
but will still be 40 percent over the 1960 
level. 

The United Kingdom still attracts 
the greatest volume of capital invest
ment, but with Germany now nearly as 
high. Outlays in the Common Market 
are expected to increase more than 50 
percent in 1961. Over half of this in
crease is in the transportation equip
ment industry, most of it in Germany. 

Anticipated outlaw's are up by 45 
percent in the United Kingdom in 1963, 
with this level of expenditm-es expected 
to be continued in 1962. 

Canada.—Outlays for manufacturing 
in Canada are expected to remain 
steady through 1962. The decrease 
from the high of the 1957-58 period, 
when outlays totaled more than $500 
million each year, is caused by the de
cline in the primary and fabricated 
metals and the paper industries, which 
completed major additions to capacity 
in those years. 

Latin America.—Manufacturing out
lays in Latin America are expected 
to be about 40 percent higher in 1961 
than in 1960, and are currently antici
pated to continue high in 1962. 

Capital expenditures in Argentina for 
1961 will be the highest in Latin 
America, followed hj those in Brazil 
and Mexico. More than half of the 
Argentine expenditures in 1961 will be 
made by producers of transportation 
equipment. In Brazil," major expan
sion is continuing in the chemical and 
transportation equipment industries, 
while in Mexico the chemical industry 
will have the highest outlays. 

Manufacturing in the rest of the 
world is concentrated in a few countries, 
notabl}- Australia, Japan, India, the 
Philippine Republic, and the Union of 
South Africa. Outlays in all but the 
last are increasing, with AustraUan 
companies expanding at the fastest 
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rate. Expansion in India has been 
uneven, depending on the activities of a 
relatively few large companies. 

P e t r o l e u m and Min ing 
About $1.8 bilHon is expected to be 

spent by petroleum companies abroad 
in 1961, with slightly greater expendi
tures to be made in 1962. In addition, 
these companies spend abroad about 
$400 milhon annually for exploration 
and development which is charged 
against income. The peak outlay, in 
1957, was $2.3 billion, exclusive of 
expenditures charged against inconie. 

The 1961 expenditures represent an 
increase of about $300 million over the 
prior year. Important are outlays now 
being made in Europe for refining and 
distribution facilities, and in North 
Africa, especially Libya, to develop new 
producing areas. The high investment 
in these areas is expected to continue in 
1962. A slight upturn is anticipated in 
investments in Latin America in 1961, 
but the amount is still less than half of 
the 1957 total. 

In Canada, capital expenditures by 
petroleum interests are expected to 
remain stable. Outlays in Asia are 
increasing in 1961, primarily in the pro
ducing fields of the Middle East, but 
these are considerably below the levels 
of 1957-58. 

Mining investment steady 

Capital expenditures in the mining 
and smelting industry will remain 
steady tlu'ough 1962 at an annual rate 
of somewhat over $400 million, plus 
about $30 million of expenditures for 
exploration and development charged 
against income. 

In Canada, expenditures are expected 
to be about.$40. million less in 1961 
than the $290 million total for 1960, and 
will decline to $190 million in 1962, 
upon the completion of several large 
mining projects. Outlays were rela
tively low in Latin America in 1960 
because of the cessation of investment 
operations in Cuba and because some 
major expansions have been completed 
in recent years, but larger outlays are 
expected in 1961 and 1962. The initia
tion of several large development pro
jects in West Africa and Australia 
should require substantial investments 
there for several years. 

Outlays by other industries, exclud
ing companies engaged in international 
shipping, are holding at close to $600 
million annually in the aggregate. Con-
panies engaged in trade and distribu
tion continue to . raise their capital 
outlays, which are now substantial. 

Outlays by utility companies are now 
substantially less than in the 1957-59 
period because of the completion of 
some pipehnes and rapid changes in 
Latin America, including the loss of 
Cuban properties and the sale of some 
entei'prises. in Argentina and Mexico. 
Outlays in agriculture also are down 
considerably from 1957. 

Comparison with domestic outlays 
Foreign plant and equipment ex

penditures are becoming an increasingly 
large proportion of the overall capital 
investment programs of many U.S. 
manufactming industries, as shown in 
table 4. 

In 1961, they account for 18 percent 
of total domestic and foreign expendi
tures in these industries, compared to 
13 percent in the previous year. The 
most marked increase is in the trans
portation equipment industry, whicli 
plans to make 30 percent of its capital 
expenditures abroad in 1961, compared 
with 20 percent in 1960. However, 

Table 1.—Plant and Equipment Expenditures of Direct Foreign Investments , by Country 
and Major Industry, 1959-62 
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other manufacturing industries also are 
increasing the proportion of their plant 
and equipment expenditxires abroad, 
especially the machinery, primary and 
fabricated metals, and food and bever
age industries. 

Expenditm-es for plant and equip
ment in foreign manufacturing are 
rising faster than for the domestic 
industry. The sharp divergence of 
this trend from the domestic experience 
is largely influenced by the transporta
tion industry's expansion in Europe, 
and to a lesser extent in Latin America. 
Even in the other industries, however, 
domestic expenditures in 1961 remained 
practically unchanged, compared to 
1960, while foreign expenditm:es show 
a strong upward trend. 

Comparison of Domestic and Foreign 
Plant and Equipment Expenditures 
By U.S. Companies —1957-61 
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Above 1957; Domestic Still Below 
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In the mining and petroleimi indus
tries, the trend for both domestic and 
foreign expenditures is upward. For
eign expenditures, having dropped for a 
longer period, are now rising at a faster 
rate than domestic expenditures. 

Inventories and Receivables 
Increase 

In addition to the larger sums re
quired to finance plant and equipment 
expenditm-es in 1960, as compared with 
1959, inventories and receivables were 
expanded. 

Inventories were up about $800 
million in 1960 in the miniag, petro
leum, and manufacturing industries, 
about twice the amount for 1969. Most 
of the accumulation took place in 
manufacturing, with enterprises in 
Europe accoimting for more than half 
of the total increase. 

On an industry basis, the accumula
tion was greatest in transportation 
equipment, accounting for about one-
third of the manufacturing total. The 
accelerated accumulation of manu
facturing inventories in Europe, Aus
tralia, and the more developed countries 
of Latin America reflects a rapid growth 
of sales and some anticipated futiu-e 
expansion. In the mining industry 
there were some inventory accmnula-
tions, particularly in Canada. Petro
leum companies increased their inven
tories slightly in 1960, after 2 years of 
net liquidation. 

Receivables also grew at an increased 
rate in 1960, with about two-thirds of 
the increase accounted for by the 
manufacturing industry, and a con
siderable increase in receivables in the 
petroleum industry. 

Other assets were increased by some 
$400 million in the three major indus
tries in 1960, about half of the 1959 
amoimt. The decline was shared by 
all three industries, and could be noted 
in most areas. A marked decline oc
curred in the manufacturing industry 
in Europe, reflecting a drawing down of 
these assets, primarily cash, by several 
lai-ge automobile manufacturers to 
finance the heavy investment in inven
tories and plant and equipment during 

61-9-8 I960. 
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Sources of Financing 
A N important aspect of the data on 
sources and uses of funds of the du-ect 
investment enterprises abroad, now 
being collected annually by the OflBce 
of Business Economics, is the broadei 
coverage of the financial resources uti
lized by U.S. business abroad. Some 
of this information, related to funds 
obtained from the United States and 
those available out of retained earnings, 
is similar to that collected for use in the 
balance-of-payments accounts. How
ever, much of the foreign activity of the 
companies is financed out of deprecia
tion and depletion charges of the foreign 

SOURCES AND USES OF FUNDS 
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enterprises, and through funds obtained 
from iuvestors and capital markets 
abroad. 

In 1960 about $5.1 billion was re
quired by the manufacturing, mining, 
and petroleum industries to expand 
their fixed and other assets abroad. 
Of this sum, nearly 60 percent was 
provided from internal sources of the 
foreign enterprises, including retained 
earnings of $1.0 billion and depreciation 
charges of $1.9 billion. External fi
nancing was obtaiaed from parent 
companies and others in the United 
States ($1.0 billion), and from foreign 
creditors and investors ($1.1 bUlion'). 

The volume of financing utilized in 
1960 was about $250 mUhon larger than 
in 1959, but below the peak amount 
of nearly $6 billion in 1957, the top 
year of investment abroad. 

Depreciation charges make the larg
est contribution to the cash flow of the 
direct foreign investments. These 
charges for the three major industries 
amounted to nearly $2.0 billion in 1960 
and are growing by about $150 million 
annually. 

At current levels, depreciation charges 
in the aggregate finance about 60 per
cent of foreign plant and equipment 

expenditures. In comparable domestic 
industries the proportion is higher, 
covering recently about three-quarters 
of manufacturing requirements, and a 
still higher proportion for the petroleum 
and mining industries. 

About $950 million of the deprecia
tion charges for 1960 originated in the 
petroleum industry, including about 
$50 million for depletion. These 
charges were equal to over half of the 
industry's capital expenditures, match
ing present outlays for plant and 
equipment in Latin America, but falling 
much below the amount required for 
this purpose in Europe. 

Depreciation charges by manufac
turing enterprises were about $800 
million in 1960, and are growing 
rapidly in line with the expansion of 
the industry. However, sharply in
creased requirements of fvmds for capital 
investment, as well as for inventory 
expansion, caused these companies to 
obtain a larger proportion of their 
financing from external sources abroad 
and retained earnings. 

Retained earnings 

Of the $1.0 billion of retained earn
ings in mining, petroleum, and manu-

Tablc 3.—^Plant and Equipment Expendi
tures of Direct Foreign Investments in 
Selected Industries, 1959-62 
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facturing in 1960, over $740 million 
was accounted for by manufacturing 
enterprises. Net earnings in this 
industry increased by about $100 
million in 1960, and most of this 
increase was reinvested. This increase 
took place in all areas except Canada, 
where the amounts earned and rein
vested were somewhat lower than in 
1959. 

In the petroleum industry retained 
earnings increased somewhat to $150 
million, although remaining much below 
the peak of $.8 billion in 1957. Earn
ings of this industry increased by about 
14 percent in 1960, but petroleum 
companies continued to obtain their 
financing largely from depreciation and 
depletion funds, and capital flow from 
the United States. 

Retained earnings by mining com
panies declined slightly in 1960, al
though the net income of these com
panies rose shai'ply. However, with 
the completion of several major projects 
in Latin America, the need for financing 
was diminished in that area, where a 
large part of the industry's earnings 
originate. 

External financing 

Funds provided by parent companies 
and others in the United States were 
moderately lower in 1960 than in the 
preceding year, \vith each of the major 
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Table 4.—Domestic and Foreign Expenditures for Plant and Kquipment in Selected 
Industries, 1959-61 
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Ciioinicals 
Rulihcr products 
Food products 

Expenditures—1059 ' 

*rt 

EH 

5,475 

7,373 
1,127 

010 
1,019 
1,258 

713 
1,402 

206 
012 

o 

m
es

ti
 

P 

.1,480 

6,340 
1,000 

520 
910 

1,030 

030 
1,230 

190 
830 

re
ig

n 

PH 

1,995 

1,033 
127 
90 

109 
228 

83 
232 

70 
82 

rc
en

t 
or

ei
gn

 
0 

to
ta

 

ft. 

36 

14 
11 
10 
11 
18 

12 
10 
20 

0 

Expondiiures—lOOO 

ta
l 

tH 

5,523 

8,785 
1,143 

784 
1,232 
1,640 

828 
1,837 

203 
1,017 

o 

m
es

ti
 

R 

3,630 

7,600 
1,010 

080 
1,100 
1,310 

750 
1,600 

230 
020 

re
ig

n 

fe 

1,893 

1,185 
133 
104 
132 
330 

78 
237 

08 
97 

rc
en

t 
D

re
ig

n 
0 

to
ta

 

PH 

34 

13 
12 
13 
11 
20 

9 
13 
23 
10 

E.Npondlturo.'!—1001 

ta
l 

EH 

5,984 

9,007 
1,060 

822 
1,270 
1,700 

799 
1,938 

291 
1,122 

m
es

ti 

M 

3,770 

7,400 
880 
080 

1,100 
1,170 

720 
1,650 

220 
980 

re
ig

n 

N 

2,214 

1,007 
170 
142 
170 
630 

70 
288 

71 
142 

rc
en

t 
3r

ei
gn

 
0 

to
ta

 

a. 

37 

18 
17 
17 
14 
31 

10 
15 
24 
13 

' Uevised. 
1. Excludes primary iron and stool producers. 
NOTE: Foreign expenditures Include ac<iulsitlons of existing fixed assets, wiiioii are excluded from tlie domestic scries. 

Table 5.—Sources and Uses of Funds of Direct-Investment Enterprises, by Area and 
Selected Industry, 1958-60 

(Miiiions ot dollars] 
• SOURCES OF FUNDS 

Area ond i n d u s t r y 

Pe t ro leum 

Tota l sources 

1958' 

0,441 

069 
3.307 
2, 405 

1,707 
225 
.501 
801 

1,650 
342 
914 
304 

1,539 
12 

«40 
887 

1,545 

eo 
1,102 

203 

1059' 

6,774 

873 
2,803 
3,008 

1,845 
395 
441 

1,000 

1,470 
343 
702 
426 

1,877 
12 

678 
1,287 

1,682 
123 

1,172 
287 

1060 

7,336 

1,016 
2,030 
3,391 

1,737 
447 
549 
741 

1,745 
332 
730 
683 

2,061 
11 

493 
1,667 

1,793 
225 

1,158 
410 

Not incomo 

1968' 

2,611 

242 
1,326 
1,044 

641 
02 
76 

403 

653 
127 
409 
117 

503 
8 

105 
300 

914 
45 

735 
134 

1050' 

2,837 

372 
1,100 
1,200 

711 
112 

00 
600 

655 
187 
333 
136 

620 
8 

110 
400 

851 
05 

048 
138 

1000 

3,255 

610 
1,300 
1,370 

786 
157 
150 
470 

789 
239 
380 
170 

658 
10 
87 

501 

1,022 
113 
740 
100 

F u n d s from 
Uni tod S ta tes 

1058' 

1,065 

227 
629 
309 

423 
78 

234 
H I 

272 
130 
76 
07 

162 
1 

65 
00 

208 
18 

155 
35 

1950' 

1,181 

184 
628 
400 

376 
121 
112 
143 

238 
36 

132 
70 

381 

160 
231 

186 
27 

134 
25 

1960 

1,046 

168 
464 
434 

,371 
202 
138 
31 

89 
- 6 0 

24 
125 

513 
(••) 

273 
240 

73 
16 
19 
38 

F u n d s obta ined 
abroad i 

1068' 

1,150 

65 
023 
472 

235 
35 

103 
07 

290 
10 

130 
160 

611 
2 

348 
101 

114 
8 

42 
04 

1059' 

985 

165 
255 
576 

202 
95 
41 
60 

106 
46 

- 0 0 
160 

447 
3 

144 
300 

230 
11 

160 
59 

1960 

1,108 

147 
153 
808 

- 2 2 
13 
45 

-SQ 

346 
61 

- 2 4 
308 

4.33 
- 1 

- 1 2 
446 

352 
74 

144 
134 

Deprecia t ion 
and do;iletlon 

1968' 

1,615 

146 
830 
040 

508 
50 

178 
280 

435 
76 

300 
00 

363 
1 

122 
240 

309 
19 

230 
00 

1959' 

1,771 

102 
914 
095 

656 
07 

189 
300 

471 
74 

327 
70 

429 
1 

108 
200 

316 
20 

230 
05 

1000 

1,927 

191 
967 
779 

602 
75 

207 
320 

522 
92 

360 
80 

457 
2 

145 
310 

346 
22 

255 
09 

USE OF FUNDS 

Area and i n d u s t r y 

Min ing a n d smoi t lng. 

Manufac tu r ing 

Min ing nnd smel t ing . 

Manufac tu r ing 

Lat in America, total 3 
Min ing nnd smel t ing . 

Manufac tu r ing 

M i n i n g ond smel t ing . 

Manufac tu r ing 

O t h e r a reas , total 
M i n i n g and smel t ing . 

Manufac tu r ing 

Tota l uses 

1958' 

6,441 

000 
3,307 
2,405 

1,707 
225 
591 
891 

1,6.50 
342 
914 
394 

1,539 
12 

010 
887 

1,545 
00 

1,102 
293 

1959' 

0,774 

873 
2,893 
3,008 

1,845 
396 
441 

1,009 

1,470 
343 
702 
426 

1,877 
12 

678 
1,287 

1,582 
123 

1,172 
287 

1900 

7,330 

1,015 
2,930 
3,391 

1,737 
447 
649 
741 

1,745 
332 
730 
083 

2,001 
11 

403 
1,557 

1,793 
225 

1, l.'i8 
410 

Proi ier ty , p lant , 
and e q u i p m e n t 

19.58' 

.1,661 

427 
1,834 
1,300 

1,128 
106 
430 
533 

967 
218 
548 
201 

872 
2 

414 
460 

594 
42 

442 
110 

1959' 

3,142 

437 
1,558 
1,147 

1,000 
240 
380 
389 

789 
147 
449 
193 

791 
2 

339 
460 

553 
48 

3C0 
115 

1000 

3,230 

426 
1,407 
1,337 

1,034 
21'0 
360 
384 

625 
78 

310 
207 

965 
2 

345 
008 

616 
66 

422 
138 

Inven tor ies 

195S' 

- 3 3 

- 3 0 
- 5 5 

52 

- 9 2 
- 5 

- 2 2 
- 0 6 

12 
- 2 0 
- 1 7 

49 

18 
(") 
- 2 0 

38 

29 
—6 

4 
30 

1959' 

378 

37 
- 8 
349 

164 
IS 

- 4 
160 

89 
18 

- 3 0 
101 

94 

(") 
6 

89 
31 

1 
21 

U 

1900 

793 

00 
20 

077 

93 
68 

5 
30 

124 
22 

- 2 1 
126 

4.13 

(••) 
29 

424 
123 

10 
10 
97 

Hocclvables 

1058' 

358 

16 
107 
170 

92 
1 

50 
35 

52 
10 

- 0 
61 

169 
- 1 
110 
00 

46 
5 

10 
30 

1069' 

487 

07 
65 

355 

118 
20 
12 
80 

95 
26 
30 
40 

237 
- 1 
23 

215 

37 
17 

(") 
20 

190O 

6lil 

37 
164 
460 

no 
- 1 0 

25 
45 

287 
31 

105 
161 

220 
- 3 

3 
220 

94 
19 
31 
44 

Other ajisets > 

1968' 

661 

47 
200 
414 

235 
5 

67 
173 

108 
33 
30 
30 

189 
1 

41 
147 

129 
8 

00 
55 

1059' 

818 

79 
192 
647 

202 
60 

- 5 
157 

17 
19 

- 3 6 
33 

372 

(••) 
86 

286 
227 

10 
140 
71 

1960 

390 

41 
68 

291 

160 
25 
00 
76 

26 
- 5 0 
- 6 0 

125 

70 
1 

29 
40 

135 
65 
10 
61 

Income pa id 
ou t 

1958' 

1,894 

210 
1,101 

623 

344 
69 
70 

215 

611 
101 
360 

54 

291 
10 
96 

186 

748 
40 

010 
08 

I960' 

1,919 

263 
1,080 

010 

352 
01 
58 

233 

480 
134 
288 

58 

383 
11 

125 
247 

734 
47 

615 
72 

1900 

2,200 

413 
1,221 

020 

390 
84 
90 

207 

684 
251 
369 

74 

361 
0 

87 
205 

825 
60 

676 
80 

industries slioAvn in table 5 drawing 
somewhat less on this source. How
ever, ^yithin the principal regions there 
was a considerable variation in be
havior. 

Where investment activity was not 
expanding, a more than proportional 
drop occurred in parent company 
financmg, with other sources making 
up the difference. This was character
istic of manufacturing investments in 
Canada, mining and petroleum invest
ments in Latin America, and petroleum 
investments in the Middle East. On 
the other hand, an increased flow of 
funds from the United States was 
required to finance accelerated invest
ment programs in Latin American 
manufacturing, petroleum refineries and 
other facilities in Europe, and the 
development of new mining properties 
in Canada. 

Funds obtained abroad 

Foreign creditors and investors pro
vided about $1.1 bilhon of financing in 
1960 for the three major industries, 
about $120 million more than in 1959. 
This type of financing used by manu
facturing companies increased more 
than $230 milHon, to a total of more 
than $800 million. Manufacturing en
terprises in Europe and Latin America 

SALES OF MANUFACTURES BY DIRECT-
INVESTMENT ENTERPRISES ABROAD, 1957-60 

Transportation Equipment and Paper 
Products Show Strongest Growth 

1957-100 (1960 Amounts in 
SUillions) 

150 r~ Tronsportotlon 
Equipment 
($6,170) 
Roper Products 
($1,260) 

Chemicols 
($3,290) 

TOTAL 
MANUFACTURING 
($23,570) 

140 -

130 -

120 -

110 -

100 

Machinery 
($4,770) 
Food Products 
($2,920) 

Primary and 
Fobrlcoled Metols 
($1,680) 

••Less than $600,000. 
' Revised. 
1. Includes miscellaneous sources. 

2. Includes Western Iloniispliere dependencies. 
3. Includes mlscelianeous uses. 

1957 1960 

U.S. Department ot Commerce, Oltice ot Business Economics 6l-9-lt 
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each obtained an additional $150 mil
lion from this source. Canadian manu
facturing companies decreased their 
outstanding liabilities by $80 million, 
reflecting their reduced need for work
ing capital. 

Petroleum companies further reduced 
then- use of foreign financing as the 
growth of internal sources of funds 
continued to outstrip the need of funds 
for investment. The decline was largest 
in Europe, where there was a slight 
decrease in foreign liabilities in 1960. 

I t is noteworthy that the manu
factming and petroleum industries di

verged in the utilization of local financ
ing in Europe in I960, when higher 
short-term interest rates in that area 
were attracting very large amounts of 
liquid funds from the United States. 
The data in table 5 suggest that the 
manufacturing companies, needing ex
ceptionally large amounts to finance 
additions to both fixed assets and 
working capital, drew heavily on local 
sources, while the petroleum companies, 
not confronted with larger financing 
requirements, tended to advance funds 
from the United States. 

Table 7.—Production Abroad by Direct-
Inves tment Manufacturing Enterprises, 
by Seleeted Countries, 1957, 1959 and 
1960 

[Millions of dollnrs] 

Manufacturing Production Abroad by U.S. Companies 
l O T A L sales of manufactures by the 

foreign subsidiaries and branches of 
U.S. companies were valued at $23.6 
billion in 1960. This was a gain of 
some 12 percent over the previous 
year, and over $5 billion more than 
their sales in 1957, the first year for 
which data are available. 

Output of U.S. companies in Europe 
is gaining rapidly, advancing by 22 per
cent from 1959 to 1960, and accounting 
for 60 percent of the overall increase in 
foreign sales since 1957. Sales of Ca
nadian plants have increased moder
ately as shown in table 6, matching the 
lower pace at which industrial produc
tion in that country has been growing. 
Most of tlie recent gain in output in 
Latin America is in the production of 
automobiles, especially in Argentina. 

On a commodity basis, increased 
output of transportation equipment ac
counted for over $1 billion of the total 
$2.5 billion 1959-60 increase in manu
facturing sales of foreign plants. In
creased output in the machinery cate
gories, and in chemicals, was also 
substantial, and each of the other major 
lines of manufactures registered gains. 

Comparison with exports 

Between 1957 and 1960, exports of 
manufactures ' from the United States 
advanced from $10.8 billion to $11.3 
billion. In 1958 and 1959 such exports 
were under $10 billion a year. In the 
same period production in the U.S.-
owned manufacturing plants abroad 

' Sees. 5 to 8, inclusive, of tlio Standard Intcrnalionnl Trade 
Cinssillcatlon. 

Table 6.—Sales of Manufactures by Direct-Investment Enterprises Abroad, Principal 
Commodit ies , by Areas, 1957, 1959, and 1960 

IMIllions of dollars] 

Area and years 

All a rcus , total 
1957 
1959 -- . 
1900 -

Canada 
1057 
1959 . . . . 
1900 

La t in America < 
1057 
19,59 
1900 

Europe 
1057 
1059 
moo 

o t i i c r 
1067 
1960 
190O 

M a n u -
facturlni!. 

total 

18,331 
21,100 
23,570 

7,807 
8,070 
8,920 

2,435 
2,830 
3,180 

0,313 
7,090 
9,310 

1,685 
1,910 
2,100 

Food 
prod
ucts 

2,467 
2,810 
2,920 

028 
1,000 
1,020 

008 
740 
760 

734 
760 
900 

188 
260 
260 

Pape r 
nnd allied 
p roduc t s 

881 
1,170 
1,200 

769 
1,030 
1,100 

66 
60 
70 

34 
50 
00 

23 
30 
30 

Oiiom-
icals 

2,411 
2,060 
3,2110 

897 
1,070 
1, 150 

409 
.5(10 
020 

822 
1,050 
1, 240 

193 
210 
280 

E u b -
licr 

prod
uc t s 

968 
1,040 
1,170 

272 
290 
310 

230 
200 
280 

202 
290 
300 

195 
200 
220 

P r i m a r y 
and fabrl-

oatod 
motnis 

1,548 
1,590 
1,080 

927 
960 
920 

111 
100 
100 

436 
470 
600 

76 
70 
70 

Macliii i-
ory,ex-

copt elec
tr ical 

1,903 
2,2110 
2,490 

695 
760 
780 

00 
80 

100 

1,009 
1,210 
1,420 

133 
ISO 
190 

Elec
trical 

mncli in
ery 

2,047 
2,100 
2,280 

1.080 
1,030 
1,040 

190 
190 
240 

078 
770 
890 

99 
110 
UO 

Transpor
ta t ion 
equ lp-
inont 

4.228 
5,140 
0,170 

1,488 
1,600 
1,060 

376 
470 
710 

1,700 
2, 3fiO 
2,970 

005 
7'iO 
810 

Otlier 
prod
ucts 

1,889 
2,100 
2,310 

812 
880 
960 

292 
340 
310 

039 
710 
880 

116 
140 
170 

All a r e a s , total 

C a n a d a 

La t in America, total i 
Argent ina 
Brazil 
Mexico 
Venezuela 
Other c o u n t r i e s ' 

Be lg ium, Net l ie r lands , and 

Franco 
G e r m a n y 
I t a ly 
Un i t ed Kingdom 
o t l i e r countries 

J a p a n 
Pl i i i ippine Repub l i c 
Union of South Africa 

1057 

18,331 

7,897 

2,435 
385 
659 
013 
268 
480 

6,313 

410 
703 

1,110 
230 

3.303 
485 

1,685 
787 
217 
118 
300 
203 

1959 

21,100 

8,670 

2,830 
420 
704 
751 
364 
625 

7,090 

461 
789 

1,572 
244 

4,060 
574 

1,910 
933 
240 
141 
292 
304 

1960 

23,570 

8,920 

3,180 
090 
879 
770 
360 
475 

9,310 

602 
905 

1,836 
350 

4,716 
843 

2,160 
1,086 

290 
140 
305 
340 

1. Includes Western Heniispliere dependencies. 

1. Includes Western Heniispliere dependencies. 
2. Includes production In Cuba amounting to $149 million 

in 1957, and $181 million in 1950, but excludes Cuba in 1900. 

rose from $18.3 billion to $23.6 billion. 
While this comparison is indicative 

of the rough magnitudes and trends in
volved, it must be noted that tlie com
modity makeup of U.S. exports of 
manufactures is different from that of 
foreign production, and experience also 
varies in difl'erent foreign markets. In 
addition, sales of the foreign plants 
often include a substantial amount of 
materials or components exported from 
the United States. 

In table 8, the trends for some specific 
major commodities are shown in prin
cipal areas. For these major manufac
tures, export growth from 1957 to 1960 
was significant mainly in Europe and a 
few countries elsewhere. Exports of 
tliese items to Western Hemisphere 
markets were considerably reduced. In 
tlie same period pi'oduction of these 
commodities in local plants rose sub
stantially in each of the areas shown. 

Tlie strong growth of overall demand 
in Europe supported increases in both 
exports I'rom the United States and in 
local production, but the volume of 
local production by U.S. companies of 
these commodities, and especially of 
automobiles, is far greater than U.S. 
exports to this area. In the Canadian 
market, exports ol' these manufactures 
changed little over the period, while 
local production of chemicals, auto
mobiles, and nonelectrical machinery 
showed moderate iniprovoiiicnt. 
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Exports of major manufactures to 
Latin America declined in most cate
gories from 1957 to 1960, as production 
within the area by U.S. companies con
tinued to expand. For some items, 
prmcipally machinery and others re
quiring comparatively advanced tech
nology, exports remain larger than local 
production, but for such important 
categories as chemicals, automobiles, 
and some tĵ pe of machinery, sales of 
the local plants are larger. 

For each of the commodities included 
in table 8, production in U.S.-owned 
plants abroad has been expanding faster 
tlian exports. The divergence is strik
ing for transportation equipment (ex
cluding aircraft), exports of whicli de
clined from 1957 to 1960 while foreign 
production rose 50 percent; exports 
of electrical machinery also declined 
slightly as production abroad increased. 

These data suggest that the growth 
of production in U.S.-owned plants 
abroad is a considerable influence on 
the commodity makeup and direction 
of U.S. export trade. 

Table 8.—Exports From the United States and Production by Direct Investments Abroad 
of Selected IMannfactiircs, by Area, 1957 and 1960 

tMllllons of dollors] 

Commodities 

Selected manufactures; 
Foreign production.. 
U.S. exports 

Chemicals: 
Foreign production-
U.S. exports 

Rubber products: 
Foreign production-
U.S. exports 

Machinery, except electrical: 
Foreign production 
U.S. exports 

Electrical machinery; 
Foreign production-, 
U.S. exports 

Transportation equipment: 
Foreign production 
U.S. exports' 

All areas, total 

1957 1900 

11,567 
7,212 

2.411 
1,370 

008 
300 

1,003 
3,160 

2,047 
810 

4,228 
1, 600 

15. 400 
7,522 

3,200 
1,061 

1,170 
372 

2,490 
3,296 

2,280 
703 

6,170 
1,401 

Canada 

1957 1960 

4,432 
1,804 

897 
240 

272 
43 

696 
870 

1,080 
240 

1,488 
393 

4,930 
1,799 

1,150 
277 

310 
62 

780 
824 

1,040 
230 

1,650 
400 

Latin iVmorica' 

19.57 1900 

1,309 
2,636 

499 
467 

239 
02 

06 
1,007 

190 
291 

375 
719 

1,060 
2,097 

620 
420 

280 
74 

100 
833 

240 
236 

710 
635 

Europe 

1957 1960 

4,471 
1,235 

822 
353 

262 
97 

1,009 
607 

678 
114 

1,700 
104 

0,880 
1,846 

1,240 
661 

360 
163 

1,420 
800 

890 
171 

2,970 
154 

other areas 

1967 1960 

1,286 
1,038 

193 
320 

196 
98 

133 
710 

09 
160 

005 
350 

1,640 
1,781 

280 
403 

220 
83 

100 
832 

110 
167 

840 
306 

1. Includes Western Ilemlspliero dependencies. 
2. Excludes civilian aircraft. 

Comparatively little of the goods 
manufactured abroad is exported to 
the United States, except for traditional 
items such as Canadian paper and pulp 
or aluminum. Only about $200 million 
of the items manufactured in Europe 

by U.S. companies was exported to tbe 
United States in 1957, and a recent 
survey of a representative group of 
companies showed that the amount in 
1960 may have been smaller. 

Expansion in Incomes 
(Continued from page 4) 

financing. The needs for this lessened 
as business fell. 

Profits turn upward 
Reflecting the advance in economic 

activity, corporate profits rose sharply 
in the second quarter, reversing the 
sharp setback of the preceding year. 
At an annual rate of $45K billion, 
pretax earnings were $5}2 billion higher 
than in the iii'st quarter and only a 
little lower than a year earlier. The 
previous cj'̂ clical peak of corporate 

profits had been reached in the first 
quarter of 1960 when total earnings 
were at an annual rate of $47K billion. 
With corporate taxes taldng about 
one-half of aggregate earnings, after
tax profits amounted to $23 billion in 
the second quarter. 

Roughly two-thirds of the advance 
in corporate profits from the first quar
ter occurred in manufacturing, as sales 
and profit margins rose in a num
ber of industries. Earnings of auto
mobile manufacturers showed marked 
improvement from the low winter 

quarter, and profits in several 
other hard goods lines increased sub
stantially. The recovery extended to 
some of the major nondurable industries 
as weU as to nonmanufacturing gen
erally. 

With these new profits data at hand, 
the national income for the second 
quarter is estimated at $426 billion. 
This is an aUtime record annual rate, 
$14 billion above the fii'st quarter, and 
$7 billion higher than the previous 
peak of $419 billion reached in mid-
1960. 

NEW OR REVISED SERIES: Inventory-Sales Ratios of Manufacturing a n d Trade Firms ' 

Juiy.-

Year and month 

1960 

1961 

> 

Totol 
nianu-

fiictnring 
nnd 
trade 

1.63 

1.48 
1.49 

Manufacturing 

Total 

1.80 

1.73 
1.72 

Durable goods industries 

Total 

2.18 

2.00 
2.05 

Purchased 
materials 

0.69 

.52 

.52 

Ooods-
iii-

process 

0.80 

.82 

.81 

Finisbod 
goods 

0.73 

.72 

.72 

Nondurable goods industries 

Total 

1.46 

1.43 
1.43 

Purchased 
materials 

0.58 

.65 

.66 

Qoods-
In-

procoss 

0.20 

.20 

.20 

Finished 
goods 

0.68 

.67 

.07 

Wliolosnlo trade 

Total 

1.00 

1.00 
1.08 

Duroblo 
goods 

1.67 

1.54 
1.58 

Non
durable 
goods 

0.77 

.81 

.83 

Rotnil trado 

Total 

1.40 

1.35 
1.37 

Durablo 
goods 

2.10 

1.08 
2.01 

Non
durable 
goods 

1.08 

LOT 
Loa 

1. Based on ond-of-montli inventories, seasonally adjusted, and soasonaily adjusted sales for tbo month. 


